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S Today thm news is dDmjnated by 
> the economy, and mQSt economic 
^Vnews is disturbing. Inflation Is driving 
^Tprfces up, the rati of industrial pro- 
1^ duetivlt)^ is down, unamployment re- 

mains at high levels, the world 
iecononriiG situation seems Incr^aa- 
.JVingly unstable. And the economic 
$ news 4s as confusing as it is dlsturb- 
KUng/iome say the problem Is too, 
ff':,mucfft^ interference in the 

[SJinarH^tplaqe; others say that business 
"Mtim caused it^ own problems- Some 
{>i^f[y that high Interest rates will being 
iQv^n i\\m rate of inflation; others say 
ihatiftlgh interest rates cause irtfla- 
^^tlpn* Some say that inflation should 
i beLOur first priority: others say our 
^ flr^t priority should be unemployment. . ^ 
^;6tiU others say that we can't fight " 
^ phi without fighting the othar..AM of ?4 
{?thli.tall< can be confusing— so many^ 
;f policies ttave been proposed tc^ spfve 
- the various problems. The challenge.. v = 

for poncymakers and for us as 
; citizens, is to make sense of ill the 
■ 4aik, and to decide what policies are 



The Close Up Foundatlbn's Focus 
on thm Eaonomy television series 
enables you to explore these issues 
in more depth than they are explored 
by the news media. This publication . 
parallels five seminars produced In 
Washington, D.C^ by the Close Up 
Foundation and televised over the 
Cable*Satellite Public Affairs Network- 
(C-SPAN), In the seminars, high 
school students, in Washmgton as 
'part of the Close Up governrtient ^ 
studies program^ question policy^ 
makers and economio experts on Im- 
portant economic, problem^ and their 
possible solutions. The five seminars 
artf entitled: "Inflation: Is It Inj ■ ; 
^' Bvitable?*'; "Produqtlvity: America's 
IndustrldLCrlsIs"; "Unemployment in 
America; Causes and Effects"; "The \ 
Global Economy: Realities of Interde- 
pendence"; and "Free ^tefpriser 
What Role for the 80*s?" These topics 
are five of the most important 
economic issues facing America to- 

This publication gives you informa- 
tion to^ use in developing your own 
- Ideas on these subjected For each of 
the five topics^ a background Article 
introduces important terms and con- 
cepts, and provides perttnent factuai 
information ^^ith which to evaluate 
the teleyisfon pro-ams. Key terms 
\ are gibssed at the bicfc Articled as ? 
i short a& these cannot possibly ex-- ' v. 
^ plain everything one needs to know 
abtf t topJcs as difficult as inflation 
-and free enterprise^, but they attempt 
to provide a lucid overview of the sub- 
ject which will enable you to make 
sense of other information that you 
reGeive.^A/hiie the brevity of the for- 
mat ne^ssltates some simplification, 
the textmoes not dl^k Important 
ssues. To maU<e sense of the com- 
plicated economic picture, some corn- 



Following each of the articles is 
the CLOSE UP Panel on the Economy, 
five well-knawn Individuals .from dif- 
ferent professions^ who provide ^^^^ 
balanced and varied perspactlves oriJf' ; 
the Issues, Eaqh of the panel 
members was asked to respond to 
some Isasic questions about the ' 
economy. Note the similarities and * 
differences in their answers. Each ^ 
^panei member comes from a differentia' 
background and has his own perspec* 
tive on the issues. The members of . vi 
the^CLOSf UP^ Panel are: >; | JVf ^^f^ 

; Qar 'Alperovft^ Director of the Na- -fju; J 
tlonal Center for Economic Alter* v: 
natives, a liberal public interest group 
Interested in economic policy* ^ J - . ^v ; 

Brewster Atwatar, Jr.,. Chairman of 
the Board and Chief Executive officer 
of General Mills, Ino., one*pf the na- 
tlqn*s largest corporatlprr^)^^ ; 

: Bill Frenzel, U>S. Representative J -^^ 
(Republicari-Minnesota)* . ' 

Carl Leylrit U,S* Senator (Democrat- 

<Michlgari). ^ ^ 

Qus Tyler, Assistant President of the "f; 
International Ladies Garment Workers ;. 
Union, a labor union with a history of ' 
active poUtical involvement, i - 




In^ation: Is It inevitable? 



Inflation (s a continuing rise in the 
ganaral price laval — in sinnple terms^ 
rising pricas* The higher tha rata of 
Inflation, the faster pricas ara rlping. 
In 1980, the ratf of inflation was ap- 
proximately 13 percent, which means 
that pricas ware 13 percent higher in 
1980 than they were p year before. 

Inflation has bean a fact of life in 
tha United States for some time, As a 
result, thf dollar does not buy as. 
much today as it bnca did. It now 
costs over $2.50 to buy the same 
amount of goods and servicei that 
$1.00 would buy in 1967. Many peo- 
ple's incomes have not kept pace; 
thay can buy lass now than they- . 
could before. 

Inflation has a number oi bad ef- 
fects. First, people whose income 
does not rise as fast as the rata of in- 
flation end up with a lower standard 
of living. Elderly citizsns on fixed in- 
comes, public employees from 
teachers to mllltary*parsoi>neU and, 
non-unionized employees In the^ 
private sector all have lost- real Irt^- 
come In the past few years. Sacond* 
high rates of inflation encour apa buy- 
ing^n credit and discourage saving. , 
Why save money when if will buy lass 
Imtar? Hdwaver.^gdod as this, 
philosophy might be for the in- 
dividual, it is bad for society. If peo- 
ple save less of their fnonay In institu* 
tfons like salvings and loan bom^ ' 
panies, there is lass money to Invest 
in new homes, businesses and equip- 
ment. Finally, and perhaps most 
signlficantlyj high Inflation can lead 
to political instability. The suspicion 
that government is ineffective in deah 
ing with Inflation can undermine peo- 
ple's eonfidence In their government. 
Causes for Inflation ^ 

There is no one cause for inflation. 
Below are some of the most often 
cited reasons .for inflationf 
• GovBrnment Spmnding - In. Fiscal 
Year 1980 (FY 80, the year beginning 
October 1, 1979 ahd ending 
September 30, 198Q), Xhe U.Sf govern- 
ment spent approximately $578.8 
billion. During the same yearj the 
government tdok In $518 billion in 
taxes and other revenues. The dif- 
ference between the two figures, $61 
billian, is tha deficit for FY 80. ^ 

A deficit of this magnitude Is cited 
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^s one of the causes for inflation. 
When the governinent spends more 
than it takes in, it must borrow the 
money to make Op the difference. 
This federal borrowing increases the 
amount of money In circulation (see 
below) and may dr^ve up interest 
rates. While the negative effects of a 
deficit are generally acKnowied^ed, 
economists disagree over the severity 
of tha effects. 

^ © Rapid Growth of the Money Supply - 
The money supply includes not only 
the amount of monfey people have in 
their hands but #lso the amount of 
credit which is available to them. 



Credit dards and bank loans' are 
devices which enabje Individuals and 
businesses to spend more money 
than they havej'n hand. 

Like individuals and businesses, " 
banks also have credit devices which 
allow them to receive loans and to ln» 
crease the an^ount of money available 
to them. Banks borrow money from 
the -Federal Reserve BanK^The 
rederar Reserve Bank loans money to 
oanks at an interest rata deterrtilned 
by the Federal Reserve Board, Banks 
then loan It to businesses and con- 
sumers at s slightly higher interest 
rate. When the Federal Reserve 
' Bank'slnterest ratt is low, bank in- 
terest rates are low and avaryone Is 
encouraged to. borrow mo^ey. This in- 
creases the volume of moh^y In^cir' 
culatlon, If the volurfia of mojiiey and 
credit incraasefe more than t^a 
volume of available goo^ farid ser- 
vices, prices for those goods and ser- 
vices go up, A eommon expression 
for this phenomenon is "too many 
dollars chasing too few goods." 
Another way of explaining It is: If the 
money supply is too high, people will 
ba willing to pay higher prices, and 
prices will go up. 

© High intermt Rates - Ironically, the 
high Intdrest fates used to discourage 
growth In the supply of money are 
also sometimes cited for causing In- - 
flatlon. An interest rate is the price 
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tor borrowing money. If interest rates 
arfthigh, then it costs more to borrow* 
mDney. For businesses which borrow 
money, high interest rates mean that 
they have to charge more for v^hat 
they produc© in order to pay for the - 
borrowed money. For individuals wh 
buy a house or a car on credit, high 
. mterest rates mean, that they will 
,have to find ways to pay for the cc j 
'jof not only what they. bought- (alre£ 
/high because of inflation) but aisc 
the money they borfowad to buy 

• EfiBrgy CoBts - The rapid rise 
price of energy^ partlouiarly of Im^ 
ported oil,' has been very Inflationa- 
President Carter, in his 1980 State 
the Union address, stated that *'thc 
biggest single factor in the inflatlc " 
rate Increase last year was from one 
cause: the skyrocketing oil prices," In 
1970, a barrel of oil cost about $1 JO 
on the world market; In 1980 it cost 
$35, Stnca the U.S. imports 40 percent 
of Its oil, this price Increase has had 

, an impact on our Inflation rate. 

• InstltutfonaUzBd in fiat ion - Inflation 
has been with us so long that in * 
many subtle ways It has been built in- 
to the system. 

® Wage-PrlcB Splra! - When prices 
rise, workers demand higher wages to 
pay these prices. When wages go up, 
businesses again raise their prices to 
cover the higher wages. The spiral 
continues — wages and prices pushing 
each other to higher levels. 

• indexing - tn recent. years, many 
' labor contracts as well as govern- 
ment programs (welfare, unemploy- 
rtient compensation) have been index- 
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ing. When infla- 
jp 10 percent a 
3 and payments 

lO percent. 
i the federal 
-dxed to Inflation. 
jBCtatiQ^ns % Having 
-d to inflation, we 
d act accordingly. 
J. ^ . jr wage Increases and 
. raise their prices before 
us .y need to. Furthermore, a 
aji expects inflation has 
n antlve to save money, .since 
jnfiy Is worth mora now than it 
later, 

^ o\6 Remedied ta^^flation 
is difficult for ecQnomists to ^ 
^tBB on suitable remedies for Infla- 
£jon because they often disagree on 
thi causes of*the problem. What one^ 
economist m^ consider a needed 
policy, anotHer may consider 
disastrous. Below are some of the 
most often cited remedies: 
© BaiBncing the RBdBrai Budget - 
Balancing the budget is hard to do 
because it is difficult to control 
spending levels and to estimate 
revenue levels. But tight fiscal policy 
in the form of a balanced budget 
would reduce the nation's demand for 
credit by reducing governrrlent bor- 
rowing. This could help push interest 
rates down and make additional 
funds available for private investment. 
Critics warn that cuts in governmeat 
sj&ending could hurt the section of 
society dependent on government 
social services. Those most in need 
of economic assistance could be 



a_Qg_ 



U,S. DEFICIT 




i Ouilaye 
' Receipt 



those most hURt by this kind of 
. economic pojicy, Furthermore, .critics 
argue that balancing the budget 
would have little effect on Inflation. , 
• TightBning the Suppiy of Monsy * 
Tightening the money supply is a 
popular remedy to inflation^ Tighten^ 
ing the money supply means reducing 
or slowing the growth of^he amount 
of money in circulation. The govern- 
ment controls the supply of money 
through the FederdI Reserve Board 
(often referred to as tbe '*Fed"), a 
semi-Independent board composed o^ 
seven people appointed by theflresl' 
dent. The- Federal Reserve Boar^ has 
two main instruments for CQntrolllng 
the money supply^ interest rates and 
credit controls. When the Fed raises 
Interest rates, people are less likely 
to borrow money. This limits the ^ 
amount of money in circulation and 
"cools down" th# economy. The Fed 
can also tighten up on the availability 
of credit, making it more difficult for 
people to borrow money, However-i 
these policies may exacerbate the 
long-term problem of declining pro- 
ductivity because they reduce the 
amount of money availabie to invest. 
® ReducfTig Consumption of im- 
ported Oil - If American dependerTce 
on foreign oil were reduced, the U.S. 
economy would be lass affected by 
the tremendous price increases of 
OPiC oil. This can be achieved by ac* 
celerating U.S. oil production and 
developing alternative energy, sources 
such as synfuel, solar, coal and 
nuclear. 

■ © Observing Wage and PrioB Con trots 

Wage and price controls can be 
either voluntary^br mandatory. They 
are regulations llmitirrg increases ^n 
wages and prices which are used to 
combat the inflationary effects of the 
wage-price spiral. Proponents argue 
that price controls are particularly 
needed for combating inflation in fuel 
and food prices. Critics cliiim that 
wage-price controls only hide the real 
problems and for that reason do 
nothing to help the economy in the 
long run. 

The suggested remedies for infla- 
tion are many and difficult to choose 
from. It may be that no policies wllJ 
be effective at thip time or that the 
right policies will be politically un< 
popular. The challenge for policy', 
makers is tasort through the rhetoriCL 
'and the conlTicting information to 
make the hard choices that have to 
be made, ^ ^ 
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are th© underlylhg reasons for the high rate of inflation? 
^hat polidies sho w© pursue to solve the probjem? 



GArt ALP^ROVITI 

We are fad rag a dramatically new 
kirid of Inflation In/the 19Ws and the 
19i30'*s/F6r instance, in the 1970's, 
world food shpj'tages craatad very 
higH priaes in the United Statas, even 
though this is a surplUB Gduntry. Note 
that thii Is not^ a monetary inflation; it 
is basad or\ world food shortages, 
Wa*re also aeamg very high anargy 
prld^as, and again, thay^re. nor based , 
on fnonetary problarnSfOr on tabor 
costs, Tha only way to handle the 
new kind of inflation, as opposed to 
t^B old, is to manage our economy so 
that, for*lnstance, we don't allow 
phort term speculation on food short- 
ages to wash through the, whole 
economy,' creating very high prices 
for Amirjcan consumers— which lead ' 
to high wage demands which then; 
lead to the price-wage spiraL 

We're going to have to Increase 
world food raserves and put a buffer 
between short term high prices in the 
world and more stable prices at home 
^ If we are to stablMze this key compo- » 
nent of the family budget: food 
prices, i would also favor stabilizing 
certain ener.^y prices, which means 
maintaining.controls on sonr^a prices, 
particularly for basic necessities like 
heating on. Of course, tt*s also 
necessary to achieve conservatfcn, 
Forlnstance, the Volkswagen Rabbit 
gets 40 miles to the gallon; the 
average car in our own national fleet 
gets something like .IS^mlles. If we 
regulated auto production'SO that we 
saved two-thirds on gas mileage, we- 
wouldn*t need sycrf hi.gti prices to 
achieve consarvition goals. In 
anotHer area, hquslng, what used to , 
be cailad the "postwar baby boom," 
has now become a "family boom/* 
New families trying to ^uy homes are 
bidding up the prices. What we n^d 
to do hare Is expand the-supply or 
housing. And that means making 
more mortgage monty available, ^ar- 
* ticularly fdr low and moderatt income , 
hous|ng^-or we'll never solve that part 
of the new kind of inflation. 

Iri each case where the most impor- 
tant Inflation pressures have come— 
foodp energy and housing— the prbb- 
lems are very specific, they won't be 
solved by the old-fashioned sdlutions , 
of tight money or createrf recessions. 



The^only way to solve the new kind of 
Inflation is with sharply tailored 
pollcif s appropriate to each of the 
specific difficulties, 

H. BREWSTER ATWATER, JR. 

High rates of inflation are by nO 
means inevitable. Persistent inflation 
in the United States and in other > , 
countries is primarily' a function of 
governments pursuing policies Under 
which they spend more than thay take 
In and print too much money. 

The most promising solutions to In- 
fiatidn Involve changing those 
policies. Our govarnment mus'^spend 
only what it is willing to tax us to pay 
for; and, we must moderate the rate 
at which we print money, Other^ 
policies and proposals designed to 
encourage greater capital investment 
and economic growth should be givan 
favorable consideration, but these are 
not as crucial as getting spending 
and money growth under firrrP control. 

CONQRESSIVIAN BILL FREN2EL 

The principal cause of inflation is 
federal over-spending. Federal 
deficits are npt the only cause, but 
they launched thjs cycle of Inflation 
in the "guns and butter" days of the ^ 
nfjiddle 1960*s, and haya nurtured in- 
flation for the past 15 years. 

Once inflation is sfarted, it quiGkly 
becomes deeply rooted^ and develops 
a momentum of its own.' Lately, infla^ 
tion has been exacerbated by wage 
increases, cost of living agreements 
of all kinds, administered prices/ 
energy price increases and food price 
increases. 

Cutting federal spendlrTg and reduC' 
ing deficits is not the only Qure for in^ 
flatlon, but until we make cuts in 
federal spending, other. cures won't 
be very effective. We can't expect the 
people to maka sacrifices until their ' 
government Is wjlling to cut back too. 
Nor can we expect monetary policy to 
res|rain inflation alone. We must be 
willing to adopt a . more stringent 
fiscal policy, 

Senator carl LfeviN 

There is nqsinole cause for infia- * 
tion. A variety of factors have acted 
together to create a senous and deep- 
ly imbfedded. Inflation In this country. 



' It Is ganarafly acknowledged by 
economists that^ balanced budget * 
will not reduce significantly the cur- 
rent IriflationT Inflation mighj be ^ 
Taducad somewhat by a balanced 
budget, but inHhe process, tremen- 
dous social costs would be incurred. 

Inflationary shocks such as OPiC 
price Increases and crop failures con- 
tribute to Inflation. Ixpectations that 
inflation will remain high encourage 
spending at the expense of saving/ 
The resulting decline in sfivings 
removes important sources of money 
for productive investments. Finally, 
the wage-price pplral causes wages 
and prices to nse regardless of other . 
inflationary prfssures, Our complex 
economy includes a network of ad- 
ministered wages and prices which, 
for reasons not quite clear, respond 
quickly to upward pressures on ^ 
wages and prices bgt stubbornly 
resist downward pressures. 

A coordinared anti-inflation prd- 
gram is necessary to address the 
nurribel^ of Inflationary factors in our 
economy. This program should Th- 
clude restrained federal spending and 
tax,lncentives for increased savings . 
and productive investments. And the ' 
root cause of inflation, the wage-price 
network, must be addressed. One ' - 
possibility is a tax^based Incomas 
policy whicii rewards (with lower 
taxaf) individuals and businesses 
who accept either lower wage In- 
creases or lower price increises than 
the prevailing rate. ^ ^ 

GOB TYLER 

The major causes for inflation are 
clearly defined. There are four items . 
that are highly inflationary: fuel, foodi 
housing, and health care. Those four 
items make up about 60 pe/cent of 
"the average budget of .the median 
family. For families below the me- . 
dlan, they maKe up 80, 90 or 100 per-/ 
cent of the budget. Furthermore, Infla* 
tion for these four necessities (and 
they are^nedessitifs) is }ost about 
twice thfe rate of^lnflation for the norj- 
necessities. So If we Can cope with 
those four, we will be, cqding with the 
problem of Inflation, ■ , 

'bbylously the way to cope with in- 
flation in the'prlce of fuel, aside from 
conservation which has to^be dona 
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irrtmediately, is lo develop alternate 

- sources of, energy through the 1980's, 
so that as we approach thp 1990*s we 
will have an adequate supply of fuel 
and we will not be forever dependent 

■ upon a limited source of petroleum. 

, Secondry, in the case of food- price In- - 
flationp'^there's no shortage of 
agrfeultural potential in^h&Unite^' _ , 
States/ What has happened is that for / 
about 40 years now, goverhment ^ 
policy has been to restrict production i 
of food rather than to expand it. If^we, 
were to unleash our productive 
capacity, f oodj prices^qould be. * . - 
stabilized, or evan brought down. 

' Thirdly, ^vv^ti|eh4t bbmes, to housTn^j ' - - 
the two Inflationary iterpi in lioy^ing 
are 1) very high interest rates (the 



cost of financing homes); and 2) the 
* value of real estate, which has gone ^- 
up three or four times faster than anp; 
other Item. The way to cope with high 
interest rates is obviously to bring the 

/interest rates down thTough actions 

/ of the l^ederal Reserve system. And 
/ as far as bringing land values down/ 
that can happen If there is a 
redistribution of population in the ^ 

^ United States. My guess is that If we 
applied ourselves intensively to 
developing alternate sources of , 
energy like solar, wind, geothermal * 

^an0 bipmass, ney/ plants and 
facilities would develop In bth^r parts 

- of the country that are not so densely 
populated and as a consequence, the 
cost of the land would cpme down. / 



Finaliy; In health care, we need two - 
thingsMn addition to national health 
insur&^cf. We have to have a more' \ ^ 
rational system of'hfealth delivery to 
/ eliminate unnecess,ary Overhead ■ 
costs and dupngation j pnd we have Id - 
launch a progrartf% the. United Statjes 
to add a whole new, dimension to ' 
health care in whjcb we dpn't just i 
concentrate on illheSsf but also con- J ' 
centrate on wellness. We shouldn*t 
Just givf a plU to the s[ck, we shoU^ 
also glvte advice ta the.yvell- on how-to 
stay well. ' \ ; * ^ 

. ' If we address aU four of thes# , 
Items, , we should ultimately be In a 
posltioh to cop6 with inflation while 
at the-same time maintaining full 
emplbyment in the United States, 
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Productivity: America's Industrial Crisis 



[n the final analysis, the wealth of - 
America depends on what we pro- 
duce.. The total of all the g^oods and 
sarvicas that we product is called the 
Gross National Product (GNP). It is 
therefore very disturbing that for the 



first time since the Depression, the 



GNP has virtually stopped growing. In 
part,. this is a reflection of current 
eGonomic conditions — the GNP al- 
ways grows slowly In times of sl9vyer 
eeonomic activity- However; the cur- 
rent slow growth of the GNP Is also a 
reflection of a long-term trend. 

Many economists blame this trend 
on a decline in producttvlty. Produc- 
tivity is the measure of hovy muc^ the 
iverage American worker p/roduces. 
Nawdr, more efficient machinery and 
technological advances have always 
enabled American workers to produce 
more for the same amount of work. 
But in recent y^ars those advances 
have come fewer and farther in be- 
tween. As a result," the rate of growth 
in productivity is only half the level of 
two decades ago. 

This decline in the pate of growth . 
has reduced the ability of the U.S. 
economy to generate new wealth. It 
has also made it increasingly difficult 
for American industry to compete 
with more efficierit foreign compan- 
ies, in 1970, foreign companies sup- 
plied 15 percent of .the automobiles in 
the U.S. domestic marktet. Today 30 
percent of the automg^Hes' fought in 
America are produced abroad. The 
American automobile industry has 
been forced to lay off thousands of 
workers because demand for its pro- 
ducts has fallen so much. Other \h- „ 
dustries such as steel, textiles and 



^electronics have a|so found it difficult 
to compete with foreign producers, 
Reasons foff'the Declining Growth 

The main raason for the decline in 
the rate of growth in productivity is ' 
that American industry Is not iq^vest- 
tng enough resources into technolo- 
gies arxd more efficient machinery^ 

Thep are several reasons for th'is. 
First,/Americans save less of whaf- 
they/earn than virtually any other peoi. 
ple/n the world. This Is partly 
because 'the tax system arrd inflation 
discourage saving, and partly 
because America Is a consumer- 
Dtiented society. But whatever the 
^reaions, the low rate of savings 
means that there is less money avail- 
able to invest.. - 

Second, business and industry cite 
government health and safety regula- 
tions as obstacias to increased pro- 
ductivity because they require money 
intended for new production equip- 
ment to be used Instead to meet 
health and safety standards. 
Econpmfsts disagree shacply on^ the 
magnitude of this effect. 

Third, support for the basic 
research which often results in major 
technological and-^odu(^4t^p^^^ated 
breakthroughs has decli r^ed.tlonev" 
spent on ba|ic reseatch may not yield 
results for many yeacs. In times of 
unceftainty, it is difficult for many 
businessmen to fustify such long- 
term investments. 

A fourth reason for reduced levels 
of business investment has to do with 
the structure of large corporations In 
America. An American corporation is 
owned by many stpckholders, most of^ 
Whom are investor^, interested only In 



shorfiferm profltr. This form of cor- 
porate financing (as op0osed to bank - 
loans) forces corporations to. continue", 
to pay dividends t^ its stockholders 
rather than reinvested In the corpora- 
tjon for improving productivity. In ad- 
dition, corporate managers, unlike the 
owners of private companies, have a 
stake in showing immediate profits 
and "gating last year's record," They 
m^ay.be unwilling to make sacrifices 
in order to plan for the future. 
Pessible^Remedles for 
Sluggish Prpdusilvity 

Economists disagree on the possi- 
ble remedies for improving the slug^ 
gish rate of growth in productivity. 
One proposed remedy Is to dut taxes 
to encourage savings and investment. 
Many economists feel that the pre- 
sent high rate of taxation discoui'agas 
'both. However, some economists fear 
that cutting taxes would Increase the 
inflation rate. 

A second proposed remedy Is to 
reduce the number of government 
regulations with which businesses 
must now comply. Proponents argue 
that cutting government regulations 
i/vould allow businesses to Invest * 
mora money into Increasing their pro- 
ductive capacity. Critics of this propo- 
sal argue that the cost to society of 
cutting government regulations would 
be greater than the benefits* For ex- 
ample, regujatlons such as the Clean 
Air Act, w^ch requires industry to 
control the amgunt of pollutants they 
emit Into the atmosphere, may save 
mori money by reducing health care 
required to treat the effect of 
pollutants than it cost Industry to 
comply witti the regulations. 
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A third proposed remedy Is to lower 
Interest rates and loosen credit con- 
trols In order to encourage higher 
levels of investment. Howeveri this 
course of action runs the risk of in- 
creasing the inflation rate. . 

Two other government poiicies 
designed to improve America's In- 
dustriarperfprmance are linked to, 
but do not directly effect, the rate of ^ 
productivity. The first qf these is 
governmeht intervention Imthf 
marketplace to help sUiing industries. 
In the case of the Chrysler Corpora- 
tion, the federal government guaran- 
teed a loan of $3.5 billion designed to 
prevent Chrysler from going bankrupt. 
Those in favor. of the loan guarantee 
felt it would prevent thousands of 
workers from becoming gnemployed; 
those opposed bharged that govern- 
ment involvement of this Kind violates 
the principles of free enterprise and 
encourages inefficient business prac- 
tices. Another government policy op- 
tion is to impose tariffs or import 
quotas, therfeby protepting American 
'industry from foreign competition. 
The American steel and auto in- 
dustries h^ve argued for protection of 
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this kind, Oppo^nehts of tariffs and 
quotas argue that jf the U.S= applies 
them to imports, other countries will 
retaliate by applying them to our ex- 
ports. 

All of Jhese proposed remedies 
have their drawbacks, yet some or al 
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of them may have to be ap'pMed if th# 
U,S, economy is to regain Its forward 
momentum. The challenge for 
policymakers is to find the balance of 
policies which will revitalize the 
economy and head it In the direction 
we want it to go. 



Why ia the rata of growth In productivity so low today? 

What policies should We pursue to encourage higher productivity? 



GAR ALPEROVITZ 

. The most Important reason we are 
seeing a falloff in the growth of pro- 
ductivity Is that there is no reason for 
the averifle blisinessman to have 
confidence that the economy 'wii! 
grow sufficiently In the future to war> 
rant Investing massively in new equ^p- 
mpnt. What I mean is this: because of 
our failure to deal with inflation and 
because of our old-fashioned 
methods of creating a recession on 
the theory that tJils will control Infla- 
tion, we have had a stopigo, up-down, 
recession-Inflation economyjor well 
o.ver a decade. 

The only way a businessman can 
possibly invesf in new automated 
equipment, high productivity equip- 
ment — "cyberr^ation'*^ or "robptics" 
— the oniy^way he can make those 
long-term investrrjent deaislons Is if- 
he l#s confidence in future economic 
growth, But that requires that we plan 
our economy for high growth. The 
Japanese have been having growth 



rates In productivity In manufacturing 
in the S to 10 percent range. Our 
growth rate has been negative in the 
last year. The reason they do so well 
is that they produce a coherent 
overall economic strategy and plan 
that people can count on when they 
make Investment decisions. Instefd 
of stop-'ptart, up-down economic 
policies ^ased on old-fashioned 
ideas, they plan fo/ growth that 
allows businessmen to invest In new 
^equipment for steel, new equipment 
for the auto Industry, and the most 
advanced equipment in various other 
branches of" Industry. Only with that 
klndpf commitment and that kind of 
ptenning for economic growth — the 
kind that you can actually count on ^ 
^ will we resume our'growth in pro- 
ductivityf ' . 

There's a great deal of talk today 
about giving businessmen tax credits 
to spur investment In new equipment, 
Sut a tax credit doesn't meari much, 
Tha big question if you're a \ 



businessman is ''Can I have con- 
. fidence in the future?" If so, yod're 
going to run there to be ahead of the 
competitor. If not, you can have an 
awfully Big tax credit and you are not 
going to invest because you don't 
want to be sitting around with an 
empty factory' The real key is whether 
our economic policy gives us con- 
fidence in the future. That means 
planning to ensure that we can do 
what many other countries are dO!n0"^ 
^ ensure a high growth rate over 
time that you can count on enough to' 
invest in new equipment; 

H. IREWSTER ATWATiR, JR. 

Inflation haB resulted in a major In- 
crease in uncertainty and a shorten- 
ing of horizons. Most private ^ 

. economic decisions which Increase 
productivity— capital investment, 
research and development spending 

< and saving— involve a long-term pay 
off. A, climate of economic uncertain* 
ty involving high inflation does not 
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favoF these kinds of decisions, 
Therefdre. the most significant step 
In achieving productivity gains comes 
right back to cohtroiling inflation* 

It Is also true tfiat our present ta^" 
structure penalizes investment and 
savings and should be changedi And 
4t Is regrettable to see the extent to 
vvhldh R and D spending has been 
forced to shWt Into activities aimed at 
achieving compliance with new 
government regulations. ^ 

CONGRESSMAN BiLL FRENZEL 

The decline of American productiv- 
ity is the result of a complex com- 
6lnation of many factors. The most 
obvious factor is insufficient savings 
and investment in our economy. 
Another is excessive government * 
reguiation. A third is that our govern- 
ment favors iimping, non-competitive 
companies with loans, subsidies and 
protactionismi instead of provldmg In- 
centives for the growing, highly com- 
petitive companies which will furnish 
the Jobs of tomorrow. 

The quickest, most effective spi3r to 
productivity would be a tax law that 
gives incentives to save and invest. 
We n'eed acGeierated depreciation 
allowances, more incentives for per- 
sonal savings, decreased capital 
gains^^ taxes, research and develop- 
ment tax credits and other capital for- 
jnation proposals. 

SENATOR CARL LEVIN 

Productivity improvements are the 
key to a vigorous economy. Rising 
productivity allows us to produce 
more with less afnd thus reduce Infla- 
tion even in the face of limited 
resources. Productivity declines result 
from a variety of factors. Two major 
problems are regulatory burdens, 
whici;)^.^d to the cost of production, 
an^ insuHlcient savings and in- 
vestments, which hinder productivity 
improvements. 

In regard to the burden of r«guia= 
tion, the challenge for government is 
to weigh the social benefits and 
economic costs of regulations. In 
regard'^o insufflclent^savings and In- 
vestments, the tax code can be used 
to encourage higher levels. Ac- 
celerated depreciation allowances 
will assist businesses to invest in 
hew and efficient property. 

Other policies will also help spur 
productivity. Grepter incentives for 
research and development will help 



prompte. taeh/nological advances 
which providejess cpstly and more 
efficient meth&ls of production. 
Agressive marketing of U S, goods 
overseas will stimulate domestic pro- 
duction and' help improve productlvi- 
ty. Worker incentives will also im- 
prove productivity. Employee Stock 
Ownership Plans (ESOP) offer workers 
a stake in a business through the 
direct or indirect purchase of com- 
pany stock. iSOPs have been im- 
pressive in improving productivity and 
should be encouraged. 

GC>S TYUER 

Most of the talk about productivity 
is pure mythology. First, the U.S. has 
the highest productivity and has the 
greatest output per person of any 
country In the world. If we were at 
100, Canada would be next in the BOs* 
followed by France. 

Second, the downturn in the growth 
rate is universal. It is happenng 
throughout the world. The reason our 
growth rate appears smaller is that 
we began with a larger base. For in- 
stance, when we were^ 100; Japan was 
25 percent of our productivity. We 
then went up by 3 percent per year. 
Japan may have been going up by 9 
percent^ but it was not growing ai 
fast as we were. Growth rates as a 
percentage of the base are totally 
misleading. 

Third, areas where you have your 
greatest growth in productivity are in 



manufacture. At ihe present time, the 
U,S, Is primarjiy a service economy — 
60 percent of the/labor force is in ser- 
vice industries, In service industries, 
you do not have any rapid growth 
. rates, of productivity because of the 
whole nature of the service economy. 
Because our economy is becoming in- 
creasingly a service economy-, our 
growth rate is not high, if ydu.tpok 
manufacturing alone, our growth rate 
''Of productivity would be higher. 
^ Fourth, productivity is directly ' 
related to recessions. There have * 
been only three periods Between 1927 
and the present in which we have hqjd 
negative growth rates. One was in the 
1930's when we had a depression; 
another was in 1946, the first major 
recession after the Second Wodd 
War; and the other ^as in 1974-75, the 
largest recession we have had. During 
the 1970's, our entire policy was to 
restrict growth on the false hope that 
this would somehow check Inflation. 
That policy reduced, productivity. If we 
pursue a policy of full employment 
and full growth In the U.S., productivi- 
ty will go up. * 
Finally, to increase productivity, 
people must have the funds to invest 
in research and development of in- 
novative new methods of production. 
The policy of high Interest rates that 
has been followed since the 1970'^ 
discourages investment and innova- 
tion because high interest rates make 
it difficult to obtain funds to invest. 



UnamplQyment in America: Causas and Effects 



Baeause Jt directly affects only a . 
garcentaga of the wor4<ing force, the,, 
problam of rtigh unemployment is 
often less visible than-tha problems' 
of high inflation and industrial 
decline. Unless you are unemployed 
yourself, unemployment only touches 
you rndiractly. For this reason, unem- 
ployment is usually discussedin 
terms of the unemploymapt ra^^the 
percentage of ablg-bodied Amerreane 
who cannot find work. Somp percent- 
age of unemployment is usually 
looked upon as a given, but' when it 
reaches 7 or 8 percent, the levels we 
have reGently been experiencing, 
unemployment bacomas more trouble- 
some, ^ ' \ 

Total unemploynSent can be broken/ 
into a number of categories. One sim- 
ple way to divide unemployment is in- 
to structural unemployment and 
cyclical unamployment. Some other 
categories used when talking about 
unamploymant are frictional unem- 
ployment, area unemployment and ^ 
. sectoraJ unamployment ^ all includ- 
ed hB^% in structurahunemployment. . 
Structufal Unenrtployment 

Structual unemployment is the level 
of unemployment which will persist 
even when the economy is operating 
at full cap'a&ity. It is caHed '*struc- 
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9 percent 




tUrar' because it is built Into tha 
structure of the economy. The rate of 
structural unemployment is also 
sometimes referced to as the underly- 
ing rate of ^unemployment.' * \ ^ 

One kind of structural' u/iemploy- \ 

*ment is frictional unamploymant. Fric-. 
tionai unemployment results from the 
constant movement of people from"^" 
one job to another, Because*there a/e 
always peopJe in transition, the 

unemployment jate can rrever be zero 
percent. Economists agree tiftt the 
level of frictional Qneifiploymerft is ' 
relatlyely^stable; however they ^ ^ 
disagree on hew high that levej is. . 
' A mora serious kin.d of structural 
unamployment is unemployment -■ 
caused by the Incompatlbility/of 
workers' Job skills and available jobs: . 
The people most affected by this kind 
of unemployment are unskilled and 
inexperienced workers because there 
are fewer Jobs for'^hem in the U.S; 
economy. As a results certain soqio- 
econoniic groups are harder hit. 

' Blacks are morelikely to be 
unemployed than whites, females 
more likely than males, young people 
more likely than adults. The problem 
is particularly acute among black 
teenagers. Some estimates are that 
unemployment may be as high as 50 
percent f^r black teenagers in certain 
areas. , , ' , . ^, 

A third kind of structural unemploy- 
ment is caused by the decljne of cer- 

■^tain industries. Many workers in tex-^ 
tiles, elOTtronics and other fields have 
lost their Jobs b^ause those in- 
dustries have been on th^deeliae f'n 
America. 

These typ^s of structural unemploy- 
ment together form' an underlying rate 
of unemploynrtenl In the last twenty 
years ^there has been ajise in the 
underlying unemployment rate. Until 
recently, 4 percent was donsidered 
tha underlying rate of unem^loymenf ' 
in the American economy. However^ 
there is now^eyidlence that the level 
may b'e ^qpnsfderably higher The 
government now uses 4,9 percent as 
Its figure; rirr^ny economists use 5.5 or 
6 percent. ^ i 

geveral reasons have been cited as» 
the bause for the increased level of 
stfuctuTal unampfoymerit in the 
TAflierican economy, On#-is the Influx 



of large numbers of women and youth 
into' the marketplace at a time w^hen 
the economy has been growing less 
rap idjy Than it did in previous years, 
The number of Jobs has not kept pac^ 
^with't^re nunrihar of potential workers, " 
Another reason nsi tad by some 
economists is tha minimum wage. 
Theyrclaim'that by requiring 
busrhessea to pay even the most un* 
skiUad worKerB a'minimu'm wage", 
government legislation has reduced 
the incentive to hire those peQpJe; A 
1hird reason cited by some 
aeonomists is the level of welfare. and 
unerpployment benefits now paid by* 
' the^government. These economists 
claim that the current levels provide 
little incentive for recipients to look ' 
for work. 

Cyclical Unem(5loymerit 

The kind of unemployment most 
often in tha news' today i%^cycjlcal 
unemployment^ — ^sometimes ilso re- 
ferred to as recessionary unemploy- 
ment. Auto workers out of work in 
Detroit and'staalwprkers out of work 
, >n Pittsburgh afe-part of cVellcal 
unemploymerfrThey ^re out of work 
at least partly because tha economy 
Is in a cycle of slower actlvity^a 
recession. During a recession, de- 
mand for the products of Industry and 
business drops. Businesses need 
fewer workers to meet the demand 
snd workers are laid off, Tha Jump 
from 6 percent to 8 percent unemploy- 
ment in tha first half of 1980 was 
largely a reflecticm of the current - ^ 
slowdown. 

A recession is, in part, a natural 
^phenomenon. Left to Itself, business 
tends to^dllow a cyclical pattern in 
which periods of rapifl and slow ac* 
tivity alternate. These cycles could 
get out of hand and be dangerous, j 
Government policy tries to smooth 
out tha cycles^ but this too can be 
risky. By stimulating the economy 
when it is lagging, the govayiment 
risks fueling Inflation, By restraining 
the economy v^hen it is growing too 
fa^, the government^isks cau^big a 
severe recession, (If severe enough it 
is called a depression.) Many 
aeonomists blame government ac* 
tlons Intended to slow the rate of In- 
. flation, particularly high Iniirest 
^rates, for the severity of the currents 
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recessjon and thus the high level of 
unemployment. " - % © - 
Possible Remedl|s for Unemployment 

Two basic types of government 
policy^are used to combat unemploy^ 
ment; The first is monetary policy 
which atterripts to stimulate the 
economy into performing at f^H 
capacily. This policy Is targeted at 

' dyclical unemployjnent. the second is 
government policy intended to^hange 
the structure of the economy to ' 
alleviate structural unemployrTfent, 
This policy is oftin aimed at the 
structure of the labor market, usually 
by providing job training 4o^unskitled J 

'Workers. 'P^^ograms such as CtTA (the 
Cornprehensive icnployment and 
Training Act) provid^training to the 
traditionally unskilled in an attempt 
to alleviate, structural unemptoyment. 
Combating unemployment usually' 
involves some costs either in terms of 
money for Job training programs such 
as CITA or. in terms of increased in- 
flation rates which result from # 
policies designed to stimulate the 
economy. As a results rather than at- 
tempt to eliminate unemployment, 
government policy aims to reduce 
unemployment to an "acceptable 
level.** The current government defini- 
tion, embodied in the Humphtfy- 
Hawkins Full Employment Act, 
defines 4 percent as an acceptable * 
leveL 
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Defining^what level is accejytable 
can be aivery difficult task. In parti it 
depends upon what one perceives the 
level of structural unemployment to 
be, Lf one believes Ihat 4 percent^s 
the underlying rate of unemployment, 
then 4 percent ,w6uld seem to be an 
acceptable level. If one believes that 
the underlying rate of unemployment 
is novy 6 percent, then 4 percent may , 
seem to be an impossible figure to 
reach without incurring enormous 
costs. 

However, in considering the costs 
of policies^aimed it reducing the ^ 
level of unemploytnent, the posts of 



unemployment must be considered. 
High unemployment Js a dr^in on 
society, nof only because the govern- 
ment must pay out more/noney In 
unemployment benefit^ food stamps, 
etc., but also because society dpes 
rrbt have the^benefit of all 4he work' 
that could be done If mdre people 
were employed. Furthermong, 
unemployment has hidden cost^in 
the forhn of low morale and^hlgh 
frustration levels. This often ^ 
translates into increased levels.of 
crime. Balancing these costs and 
making a policy decision Is'^^ very dif- 
ficult task. 



Why do wa have such a high rate of unemploymsnt today? 
lat poljoiBs should ws pursue t^ lower it? ' 



GAR ALPEROVITZ 

We have a high, rate of uq^mplpy- 
ment because we have b^eenj^^ag- 
ing our economy sb as to create 
unemployment. have been 
operating on the old-fashioned theory 
That running a slow ejconomy will 
reduce inflation. The problem is that 
the new kind of Infration — think of " 
energy prices and food prices — does 
mot yield to a planrfed slowdown like 
the current recession. We simply flet 
uh em ploy ment and morf recession. 

If .wfe want to get out-of this bind, 
we're going to have to have a strong 
measure of direct control ,ovb\ infla- 
Xion: In most of ttie first two decades,, 
of the post-war periqdj oth^r In- 
dustrialized countries of tne world 
WfTfjurming unemployment rates in 
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the area of 2 percentvOurs-was in the 
4 to 5 percent range. The Japanese 
and Austrians have been runsiing 2 to 
3 percent unemployment, We are now 
in the 7 to 8 percent range. The ex- 
amples of other countries show that 
if we want to ptan our economy for -v 
full employment, for jobs fdr everyone 
and for a great deal more outputrwe 

' can do H. But It requires usio aban^ , 
don the pld-Yashloned Idea thki a 
recesslpn somehow slgnlflcantlV 
helps solve inflation. If we do'lhat, 
then we can'begin to bujid housfng, ^ 
railroads, masi transit vehldles and ^ 
iolar aqulpment, ^hd'begrn to rebullcr 
our hiiftrways, hospitals and schopls, 
AM of these things would put people 
to work on things which nee^ to-be%^ 

don©. Thay^ould be part of a , ' * 



'package of 'planned Job creation for 
full employment, consistent with a 
Sit of proposals to control Inflation In 

' the key sectors by direct rrieasures, 

>l. BREWSTIR ATWATER, JR- 

Mimy unemployed people have 
voluntarily withdrawn from the labor 
force to seek another Job. Still others 
,are only unemployed for a short 
period of time and are well cusNoned 
by varlpus goverhment programs, This 
means that our focus should be on , 
the lahg-tprm. Involuntarily 
unehiptoyed. It Is appropriate for 
government to^roylde various pro- ■ ^ 
grams for such Individuals to Improve 
their educptlokand skills to the polrit ' 
of lob readlnpss,^ and to ass 1st them 
In finding good Jobs. 



; - In jeneral, tbough, the ft^ ; 

\Scripilon for unemploymeht Is I , 
healthy, growing .economyrThere is . 
very little evidence ^hat goyernynent . 
progfajns arid act Iors' which are ; , ^ 
f ocu s#d na r rDV)^y o n c h A n g 1 n g t he * ^ * 
«fa of unOT^Ioyment have been suc» 
cessful. The national unemployment 
rate is only a crude Indication of 
labor market conditions. Goyernment 
policies should focus on the ipecific 
demonstrated needs of the long-term 
ur\erhployed— not the aggregate 
unemployment rate. 

CONGRESSMAN BILL FRENZEL 

Our unemployment problem is the ^ 
result of a comblnatlan'df forces. We 
have recessionary unamploymentj 
structuraK unemployment, sectoral 
, unemployment and area unemploy- > 
meht, -J ; : * ^ 
- To return recesston-unem proyed-"- - 
people to work rej^lres a healthy and 

q^fnA/inq enrinKmxJ^^|Kg Inhentlveg ate 

needed to spur.^ouWSbnomy And to 
ilstimuLate capital formation fgr creM-. 
"tion of new Jobs, ■ 

To combat structural unemploy- . 
ment, we need better training pro- 
grams to provide skllis to the un- 
skilled, relocation programSt and tax 
. incentives for employers to create ^ 
Jobs in areas 'such as our eastern^ 



clflfs, where few Job^pporturiiti^s ex* ' 
Jst, It would also help if we did not ^ 
have an unrealistic rninimum wpge 
whifch cleniiBs linsKi I licT workers the : . 
entry level Jobs they need/ - " - - 
. At present, one of our great coho ; 
cerns is the unemployment iff thfe 
automobileMndustry, Sopne'cprn- 
pantes blame imports, but many peo-. . 
pie blame the companies themselves, 
who have not produced erjergy effi- 
cient cars, or their emplo^eSi who 
have not pared rhuch about product 
quality and Whose wages are clearly 
out of line with domestic ^nd world 
salary levels. 

Four percent unemployment is 
often cited as an acceptable level of 
unemployment As long as any person 
wants to work and can*t,. any amount 
of unemployment is a cause for con- 
cerm. But in a mobile society in which 
people easily move in and out of their 
Job-market, 5 to,6 percent is a 
reasonable target. The current rate'of - 
8 percent is far too high. ' 

SENATOR CARL LEVIN 

Unemployment arises for a variety . < 
of reasons. Foreign competition may 
displace domestic manufacturing; 
Management decisions may fail to an- 
ticipate changljig markets and.con- = 
sumer buying habits. Technological 
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advarices in one field rniiy.make an 
industrial prbcess obsolete and un- . 

■ competitfm ';' ^ - -. = ' - 

OftemploymeK|t js a complex pro- >: 

^ blem because there are so many ■ ; * 
kl n d s , A ce rt aili am o u n t 6 f un em p I oy- 
ment ex isft'becaus# people Ghange 
Irom one job" to another, Structual 
uriemployment exists becatise there 
are people wbo lack necessary Job \ 
skills. And regional unemployment 
prevails in areas hard hit tij^ dwindling 
industrial bases and plant closings. 

The federal response should be 
sensitive to the different kinds of 
unemployment. Public works pro- 
grams are useful to keep people work- 
ing during recessions, but they 
should be.structurfd to teach lasting 
Job^skllls for the private sector. Job ' 
retraining programs'are useful where 
regional unernployment exists. And / 

. tax dhanges which encourage export 
promotion and economic expansion 

"[n the private sector will help lower ^ 
unemploymerit as well, ^ 

GUSTYL-ER 

The high rate of unerriployment was 
manufactured in Washington, D.C. It 
was started when President Nixon 
decided that the way to cope with in- 
flation was to cool the economy. The 

. phrase "cool the economy" means to \ 
slow down the wheels bf commerce . 
and industry. In plain language, it 
means to manufacture unemploy- 
ment, Nixon manufactured unemployv 
ment on the theery that if unemploy- 
ment went up,' prices would stabilfze. / 
That po I ley was continued by Ford, 

- and curiously enough, also continued: 
by Carten Sq through the 197Q*s, 
uherriplbyrri^nt was manufactured by 
rt strictirig the money supply^ prifnari- 
ly through high interest rates. 

There^s absolutely no reason why 
there should be any unemployment in 
the UiS, at the present time. There's 
plenty df woik to be done. If we 
turned to alternate forms of energy" 
product ion j we would need labor jo 
put up the plant facilities and*then to 
maintain them. If we expanded our ^ 
food supply, if we began to expand . 
our housing stock which we need 

/ very, Very badly, there would be ab» 
solutely no unemployment in this 
country at all. Unemployment was ar- 
tificially created in Washington, p.O., ■ 
because they were living with a wild 
theory that unemployrrient Would cure 
inflation. Actually,'ufiemployment and 
high jqterest rates have caused Infja- 
tion. ■■■■'»- 
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d lobai Ec^omy : Rea lit ifs of IntBtd^^ 



' An average American may watch a 
teley|sion set mada,m Japan; wear .'"^ 
■shoes made in Brazi! and^lye a ear; / 
assembled ^In Italy from parts made IfK. 
. Germany, Afgedtlna and the United 
:,jStates: Mainwhilei U.B. pTddLicts'aftd ^ 
f odd find their way to virtually everf" 
,country In the world. Todays the 
economies of the world's nations 
htfve become so interconnected that r 
in reality they are all part of a global 
economy. 

Industrialized pQuntries 

.Since World War II, the industrial- 
iied countries ot Europe and North 
America^ as well as Japan, have 
become fncreasingly interdependent, . 
TrMB with tHfese cdunt ries accpunfe^^^ 
for 60 percent of U.S. exports and 51 
percent of U.SMmports. The finances 
of these GountFies are so intfrtwinad^ 
that the domestic economy of each ■ 
nation impacts upon the aconornles^ 
of other nations^ A recession In 
Ameripa lowers the demand for cars . 
made in Germany and Japan and nnay 
trigger their economies into reces- 
sion, V. ^ 
. The penetration of some imported 
commodities suGh as foreign made 
steeli automobiles^ textiles and ap- 
pliances Into the U.S. domestic/ 
market has been of great concern to 
American producers. Today 30 per- 
cent of the automobiles and 15,8 per- 
_ cent of the steel bought by cdri-^^^ - ■ 
sumers in America are produced ■ , 
abroad. As a result, some haye called 
for protective quotas or tariffs (tastes 
on Imported goods) which would 
make these foreign products lest 
compftitive In America. Howeyer,X- 
quotas and tariffs have been opposed 
by those who fear retaliation by the 
nations with whom Arfierlca trades. If 
the- U,S, were to place a quota or 
tariff. on J^apanese carSj Japan might 
do the same to U,S, exports entering 
Japan. 

The Oii Exporters 

Fevv things have brought the reality 
of Jnterdependence more forcaably to 
mind than the energy crisis. Today^ ' 
not only are the industrlallzeil natlbris 
heavily dependant upon each other* 
.. but they are also Increasingly depen- 
dant upon oil Imported from develops 
Jng nations. This trend went largely , 
linhoticad untij 1973, when the oil pro- 



. ducing riations, most^ of jwhom 43elong, 
*to th&CrganlzatJon of Petroreurh Ex->. 
porting Countries (OPiC), ralsad'thair 
prices ^c^ alarming JevelSi This oil - 
price fticraase caused a transfdrma- , 
tip n of tha ^yprld economic and 
political alignment. Wealth is shifting 
from industrialized nations to trtoae 
developing nations which are oil pro- 
ducers. In 1973, the assets of the 
OPEC nations totalled $7 billion. By 
1980, their assets had grown to $343 ' 
billion, ^ 
Deyeioprng Countries '- 

While oil resources have propalled 
some developing countries Into the 
mainstream of the wbrld econQmyj 
the Itfck of oil res^Ufcei has left 
other developing countries far behlnd^ 
These non-oi! producing nations, with 
their comparatively Bmall national 
wealths, find it increasingly difficult 
to pay the rising oil costs.' For exam- \ 
pie, it Is much more difficult for 
India's economy to afford 100 barrels ' 
of oil than it Is forlhe U;s. economy. 

Most developing^^doulhtrles survive 
because they p^^de raw materials. to 
the Industrial rptlons: Jamaica pro- 



duces larSearnduntso^ bauxite, thf / 
' material from which aluminum Is / 
made, Zambia and Zaire produce 
"large amounts of GOpper."Zijmbabwe^' 5 
and South Afrjca produoe ISrge 
amounts of. chromlur^.Thase^- : 
minerals, Itke olli are both Import^jit ■ 
to the mdustrial world and'scarce— 
the U,S, imports oyer 90, percent of its 
bauxite and virtually all of it^ 
chromium. Western Europe SB Japan 
import over 90 percent of thielr cop- ^ 
per. However, ,the countries which 
produce themi unlike the producers of 
oil| have been untble to form effec- 
tive cartels to^fiapltallza on trielrfm- . 
•portantnatural resources. 
T i^uch of lhelnho 

nations make goes to pay off loans ^ 
made to^them by the World Bank and . 
the International Monetary Fund. * 
Loans from these Inslfitutions go to 
developing nations fox development . 
proJectB and help these countries 
"with their. balance payrnentprp- j ' 
blarnp. In recent years ,s£^rtiy because 
of th^ burden of high energy costs, 
the debt level of developing countyies 
has risen trerriendously. By the end of 




% of total U.S. exports 
% of total U.S. imports 
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'1980^ Third World nlitions wlU owe In- - 
ternatibnal banfts $350 felllion. ■ " 
Th© Future 

For the U.S., the changing world 
ecdnbmic situation has mpny impiicav 
lions for the future.^ if Us^consurT^H 
tion natural resources continues to 
grqw, the U,SrwMi likely become In- 
^creasingly dependent uppn imported 
sypplies. This wiil rnake good rela* 
tfons with producing nations even 
m o re i nn p o rt a nf t h an t h ey are. t o*day. 
Given the economic disparity of 
wealth between -the U.S. and sorne of 
these countries* gobd relations, may 



be difficult to mairitainV - : " *^ 
In^thejndgstrlftl wirldi^th ^ 
of trade between nation^ i^ likely to . ^ 
continue to mcrease. For Hdmestjc 
producersv thip will mean Increased " 
cornpetition from'foreign- prdducers. 
Some Am.ericah industries are Ukery 
to pfqspe^ while others may'suffer 
and, as a resu|t, cohfinue to^raiie the 
issues of protective quotas, ^nd : 
tariffs. A% the wdrld grows figuratiy&ly 
smaller, U S. eeononriic polic^ miist ' 
become increasingly sensitive to the 
world situation. ^ 
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WhQt dois the increasing Interdepandenc^^ of all nations 
mean for tha United Slates? 



GAR ALplROVITI: : 

: One of the most Important things, 
to notice is that every other advanced 
country is now moving towards more 
coherent public and private pliiihing. 
The Japanese auto industry and the 
Japanese . steel industry have been , 
beating us to the purieh, time and 
time again, because they are part of a 

/coordinated publlC'private plan to en- 
QQurage high productivity and high 
growth. Unless we develop a mori . 
coherent sense of direction and plan- 
ning which uses our capitahand other 
resources in the most efficient way, 
we're going to. find ourselves going 
backward as other countries go for- 

,ward.^ 

' We are also going to see more pro- 
tectionism, whether we like it or not= 
That's what's happening around the 
world. And if s^ happening because of 



our failure to produce the high growth 
economy that would give more Jobs. 
As long as^we have recession and 
slow growth, any family, any c6m- 
munityi any industry that is threaten- 
ed by imports will inevitably scream 
out for help and protectjon. The only 
reallsticjDptlon \b to run a high- 
perfornriance economyi so that people 
who lose jobs in an import industry 
have other decent jobs to go to. 
. In regard to Third World countries, 
we ought to take a more responsible 
position by improving our purchases 
from those countries. The most Im-' 
portant thing, in my view. Is 
trade— not aid. But that means we've 
got to get our own house together 
and run a growth economy or we 
Vyfon't be buyjhq much fronn abroad. I 
also think ^ve can heip by giving long- 
term loiins, preferable through multh 



14 



national institutions like the World 
Bank, to allow them to develop more 
rapidly.Thls in tdrn will help our ex- 
ports. • ■ . 

H. BREWSTIR ATWATIR, JR. 

Qapital will generally go where It 
gets treated best. One result -has 
been a lot of transnational invest-, 
ment. U.S/companies compete In ^ 
foreign markets, as d0 foreign com- 
panies In our markets. Public policies 
suppdrting free movement of goods 
and capltarare ultimately beneficial 
for U.S. coniumers and workers 
despite specific instances where pro- 
blems occur. Competitive, efficient 
American Industries will grow and 
prosper, gpneratlhg more jobs and 
wealth for America, and bur con-, 
sumers will be aBle to buy products 
that are competitively priced. 
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CONaRiSSMAN BILL FReNZlL v 

A recent phenomenQn In the world 
eeonorny Is the growing Inr 
tirdependence of all national r 

' iconomlea^lndustriMI nations and^ ^ 

: jf ss^ devel oped nat lo ns, A few G0un-> 

. tnesiiike tte I^.B; have 

/. nirturai and technoJogical resources 

vto survive aloile^ But eyeathe U.S. 
needs large energy and rnetals Im' . 
ports to maintain its security and - 
standard ot living, and Its consumers , 
demand other foreign goodSi like cars 
and electronics, when they ane better 
in price and quality than goods 
domestic rnanuifaoturers can produce; 

. V Oil prpductng nations are extract- 
ing high pri^c0s for thrilr energyiln an ^ 
ergy-scgTM jWpxJ d , 

•j^llevel oped 'natrons, the Third World, 
ar# demanding a greater share' pf the^" 
world's economic pie. The In* 

^dustriaMzed'world, plagued by energj^ 
related trade deficits. Is struggifng to 
maintain and improve Its standard of . 
living. Today we have an environment 
In which there Is both danger and op- 
portunity=.The danger Is that.large dif^ 
ffrences in wealth, resources or I ivmg 
standards are explosive. The oppor? 
tunity is that major trading periods In 
the vyorid*s history have caused the 
condition of all people in all countries 
to improve.^ Interdependence is not 
as comlbrtable as self-sufficiency, 
but with^.careful management and 

^bme accomodation, it can lead to 
better times for aU people. 

SeNATOR CARL LEVIN 

:The industriaUcountries have a 
stake in improving the lot of air couri* " 
tries. The exchange of products and 
resources should improve the stan- 
dard of I iv I n g fb r a 1 1 c o u nt r I es; Wh i I e 
the U.S; enjoys a high standard of liv- 
ing and a certain degree of self- 
sufficiency, we are still dependent on 
foreign products and r^ources, Third 
World countries also offer new - 
marKets for domestically produced 
go€>ds\^ , . 

Domestic economies are often 
rewarded by the presence of'lower 
priced foreign goods. But the reverse 
can. be equally true. Domestic 
economies can suffer extreme turmoil^ ' 
if foreign products are unfairly sub- 
sidized and thus able to undersell 
domestic products. The social r& per- 
cussions can b^ devastating to 
workers and their families. 

Howiyer, while some Industries 



nee'd temporary protection, eKctssive 
prdttctlon will caysf more harrn thiri 
goodin the long rur% Cohsum^ra wlli. ' 
bi denlfd the variety and quality of 
impdrted goods. Rather than erect 
pfblpnged tr^df barrlerSp repercus- 
sions of which can extend tieyond 
trade relatipns, the ffderal res^p^^^ 
shoulcl be directed it assisting 
dbmestle Industrfes to become com- 
petitive again. Such a response could 
Include tempofary Import restralrits" 
which allow Industries the time to 
rmbdernize plants ahiequlpment' 

GUS TYLER 

The term Mnterdependence* Is 
misleadirigjiyhen_-applied-to^^^ 
^World n|ttions:. Since the end of the 
Second World War, the Third W 
countries, have beGorne more depen- 
dent than they have ever been in all 
of their;histbry/:They^haye beco 
rripre dbpendfentfon the West because 
theyrhave bean livk^g with a farse 
hopw ihat rapid. iftflustrialization . 
would enable tWem to be wealthy and 
.to stand on thei'^own feet. What has . 
happened as a^pnsaquence of that. 
policy is that they are dependent on 
the VVest for mykets, they are depen- 
dent on the VVeft'for capital, and thej: 
are dependent dp the West -for food. I 
donit know how you can becpme - 



more dependent. There Is absolutely^ - 
no Independence arid therefore no r;^ 
true Interdepehdencev 

Howeveri they do have a aapaclty 
for independerice. The capacity for In? - 
dependence js their own soil; Their = 
people are 80 to 85 percent rural, yet i - 
they have neglected agriculture. In 
the past, these Third World countries 
were exporters of grain; Now they are 
importers of grain, Jhat has made 
them even more dependent on the . 
Westv If they were how to turn around 
their pel icies and devel op their own 
f ac i 1 1 1 1 6s, t h e I r o wn reso u rcesj If they 
were to work their own land, they 
wo u I d^ mPv^Oja^direct lorvnof great er~ 

"^independence. Once they have 
greater Independence, then we could 

f have true Interdependence and not J 
the present circumstance which Is 
really only dependence, ^ 

In regard to the Issue :of imports;-^ - 
ttie auto Industry, curiously enough, 
Is not at all a good example of the 

' problem. The basic problem appears 
In lighi man ufateturlng--in apparel, 
textlleB, shoes and electronic ^ 
assemWy— which employs about lb 
million workers In this count ryi The 

^.S. li an Island of free trade In a pro- 
tectlonlst world. The result is that 
several million jobs have been lost in 
the U.S, in light manufacture. 
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Free Enterpriser WHat Role Br^ 



: Fraa anterprise m its purastifprrfi / 
-means allowing bus In ass to pperata 
without govern rifentinterferanc% or" 
ragylatlon. In a pure -fraa enterprise 
systam, the govarnment would pro- 
vide pnl^iE basic neoesslties such as 
national tiefensa whfcb cannot ba 
suppliad by private antarpri&e. Undar 
such a system tha forces of supply^^ 
(the amount of good^^pd^services^ 



'^WfucH^iTTBe^producei at a gjven 
> priea Jeyal) and damand (tha arnpunt 
' of goods and services which will/ba 
' purchasad at a given prica level) \ 
. detarmine what js producarfand how 

It IS allocated. 
X . . Althpugh^h^;^Ajnner!caLr\^^ 
based on thi condapt of free anter- 
prisei in raaiity government and 
private business are greatly antwloed 
Oyer tha past 50 yairs,.the Amarican 
s aconpmy has movad from a ralativel 
frae enterprise economy to what Is v. 
caHecl a mixed economy. Rather than 
a systen^ in which decisiohs are ^ 
" made purely by thaHnteractlon of sup- 
ply and demand, a mixacf economy Is 
a system in which govarnment makes - 
some of the decisions, ^ % : 
; One measure of govarnment jh* 
volvement in art agonomy is the 
amount of government spending 
relative to the total amount of - ; . 
economic acflvlty. In tha Ulrntad i> 
States, total fedaraK state and local 
govarnmeni spending ha^ gro^n from 
10 percant pf' the gross'nationaLprO'' 
duct (QNP)'ln 1929 to 32:B percent of 
^ the GN^iJri 1980. Over tha same . 
- years, federal goyernment^spending 
tias groyyH from 2.4 to fSjB percent of 
the QNpU y ^ 

While thjd percentage may seem 
high; it is not all that high compared 
" to the percent of GNP that the 
^government takes in other Jn- '; 
dustrialized countries. By this 
, measure only Japan has a freer 'free 
enterprise' economy. In West Ger- 
many, Great Britain^ France and other 
iuropean countrleSi the government 
share of the GNP;is higher than it is 
in 'the United States. 
.Government Regulationi ^ 

In^he United States today, the 
federal government Is involved In. 
many arieas of |he ecpnomy through 
laws and regulatlona which affect the 
f activities of industry/ Many assume . 



that iTidustiy opposes all regulation* : 
and that they are in direct conflict 
' with the more than 50 regulatoiy - 
agertcies which regulate them. ^. 
^ However, more raalisticatly, indL^t^ 
^favors some regulations while oppbs-, 
^ ing others. When ragulaUon of the ' 
airline, trucking and raljro^ Iq- / 
. dustries was eMminated through ^ %: 
l^Ieglslation, thoseHndustrjes-oppo 
thte deregulation. v ■ ■ - 

The biiic debate over regulatiohls^ 
not on Whether there shpuld j6ryhQLjld 
not be regulatldn, but on^whit kind of 
fegulation, and hoW much at wriat . 
cost to whom. For reguiltiorTS which' 
cost industry, the debate often hlhgea 
^bn whet heK¥- cert a reg Ql ati on qan 
be-instltuted In a cdst-efJectiMe ma 
ner. Is the beheiflt to society. wirth 
the cost to IndUffry? In^Sad, accpr-^ * 
.ding to some esfkriates, Dusinf ss. ^ 
"spent over $100 billion to comply with 
gpvernnrient reg%j|alions= Ninety per-" 
cent of that total was spent'to comp- 
ly wlth.regulatlbns made by the in- 
vlronmental Protection Agency (iPA), 
the Occupational Safety and Health 
Admiillstratioa(OSHA), and the Coh» 
sumer Product^Safety Commission 

/ (CPSCj. : 

Most of the immadrate cost of thls.^ 
regulation ($100 billion) is passed 
^ directly to consumers in.4he form of 
higher prrces/ However,' buslnesaes 
argue that they also absorb some: of _ 
the cost because they are forced to 
spend money that Would have goine 



^towardi imprbying their productive 
■ capacity on pollution co ntrol^ equip- 
ment, worker safety improvements, - 

- arid other IfemS^necessltatid by ^ 
govrernrnent*regu fat Ions. Proponents 

'-of regulations argue, however, that, 
clean a1r^;raduced death and Injury In 
t he. wpr kp I ace* s af con s um e r p 

N ductl afl^ a more eg u a I soc lety hav% 

==a^ru^aT0f eat erftll^rnra h e 

regulatldhs which promote these ob- 
;Je6tiveg//FUrthermorert^ argue that : 
at ieastsorrie of the money 'lost* as a 
' result of f he regulatlohs is recycled to 

^ the cprnpanies which make ppllutjon 
coritroKeduipment, safety equipment 
and so forth. ; / ^ 

T: P^oteefl ©rr a nd Lea ^ > " r ^ 
vy)iile some industries berate ^ 
government for Its InvQlyemenl In^- 
/^rifefprisejPthir Industries specif leal- 
, / fy as k f o r g pve rn me n t ass 1 ^a n ce. 1 n ^ ^ 
" parliculari ailing basic industries - , 
Jiuch as automobile and steel have 
so ug hi gpverJi m_ent i nt ervent ion. The! r 
requests have taken tw&fbrmsupro- v 
tectfpn from fotelgri competitfon and 
loan guarantees to enable them to ob- 
tain Joans thty need to survive, , / ^ 

To protect them from fprelgn com-^ 
petition thf Amirldah^steer and - 
autornobile Industriis have demanded 
government protection 1 rom forf ign / 
compeVtion In the form of tariffs -^.^ 
and7or quptes:on Imported goods, , 
Higher tariffs itaxer on Irnport^ _ 
goods) would make imported goods 
more expensive and thereof ore jess at- 
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HOW BIG A SUGE SHOULD GOVERN'MiNT TAKE? 
Total Goya rn merit Spending as a Percentage of GNP 
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rv tract lye to the 'Aniirlca^ 

V; Lower quotas would obvlau sly hive. ^ 

; ther ©ffecl of rsduping^ of ; ;\ 

-QMCis Intent he aount 
the U«S, were to import eUhe^ 
.would run the risk of provoklrig r ^ 
r^tailatlon by^he,nat ' 

\lt tradfs^ " -y- '-V:' '■. ' # 

^ Several fiorpOrat Ions have ask^ 
a. more u h ui ual f prm of g overn rrien t t \: 
assistances^ federal loan - V ;^ 
guarantees. Most npfa^ j i 

these have be^n tookheed,; one^6f the ^ 
largest ^ircraf^^manufacturers \n ■ Z 



^meriiba, 'arid the Chrysitfrib^ra= _ 
^ tion, th^ A&tlpn's third largest i '^^V 
"autorTiQbne^manufactiq^^ 

of C^rysler^;^e more recent; ^ ^ ■ 
^ case^the copTbiriatiqri 

cpmp#titioh/^efflcien6 
- 1 1 , a n d_gp^ ^ a n ag e m e n t - p us h It 
^ to^he ijrink of ban kruptcy^ Afters | ' 
;mubff h tat ed ^debate, Congress, ap-; ^ ■ ^ 

pfd^^ld fluarah^es or$3;g;yilion. - ; 

Supporters of t^e loan guarantees-^ ;/ 
; clairw that thOuiands workers ^; 

wbUliihavfr loa^thfeir Jobs wrthoi^ ; 
Jhtm^OppM!^ta^&acfle=th 



guarantees vibfate1hC^rinp|^Ies:bf ,f , 
free enterprisii a Qd encourage I hef f li 
; cient-business^factjces. j ' v^V 
>^ The proper rpl^e for flovernmenl in 
' the economy Is difficult to determlri^^^ 
i The GprripleKity of the rnodern; : , 
ecbn omy seem s to dem an d ;t h at - f ~^7: 
gpvernrrient trivplve itself in some 
are^i but too jnuch government Iru ;) 
yblyament antf too little free enter- : : 
prise may only add to the problem*; 
The chalienpf for policymakers in the 
;i98p's is to find a balance that will ^ 
-work .- . ^ — ^ - -7--^-- ^-^-.r-' 



GAR'ALPEBOVITZ. < ^ : 

" Th^e*s a.good deal of rhetoric 
about the so^caileS free enterprise 
sy^teriri: r don't know anybody who 
beMeves weV# going^ the clock 

back to the 9th ceqtury, of total ly ^ 
free enterprisa^tjhe-gpvi^^ js 
becoming rnqte^nd-mo involved in . 
the economy, fprjaefter^w worse. 
Everi President*©leQ| Reaganr,^^^ ^ 
carnpalghed free enterprise . 
slogahs, ended up supportirKg the big 
loan guarantees for Chrysler; the , 
"bandUt^ -' The reason is thW if we 
^dqn't dojsomething, a gigarttic in- 
dustry w i I f g o' do wn , an d wit hit, h u n - 
dreds of thousands of jobSi commynlT 
ty economic health, smair industries 
and small businessmen who supply 
th# Chrysler industries. 

Whether we like H*or not> we are In 
a world In which government interven- 
tion is growing/ j think it is Important 
to recognize this reality/ Instead of 
the irrational form of intervention 
we're seelnQi we should institute a; 
more efficient, more highly f pcused, 
more coherent form that produces 
something useful, J don't think the 
Chrysler bailout :was a very good Idea. 
j.ido think it would be good for us as 
tion if we sat down and added up 
number of railroad cars and . 
es and mass transit vehicles that 
as a soQiety are going to need lor 
pyblic transit systems over the next : 
ten years; Then we cpuld say tp " 
Chrysler sprriet hi ng ilk^: "tf ypu'il 
convert your facilities, we will glye 
you a contract to build ralirbadp, bus 
and mass transit^ which we are going 



Dayerf m any 
(*cohy&irsion;yes; 




ti> pu rch aSe;'as ta 
event." TRi-ldiais 
)bailout;no.- :^ Iv 1/^ ; : ^ ^ 
/'The old Slogans about; getting th© 
^ "^g b vern m eh t o u tjar e J arg f fy s I bgan s. 
We see the nriajpr :steerconripXh 
/^Ir^ to the -goYernrn^ rrtore; 
/assistance; wa see the iu 
VgtSing tb^thfe gbvernme^ the ; r 
energy-cornpEnies are intim'atefy In- 
volved wifh government through the 
new synthetic ftiel corporation; So 
• even as the rhetoric goes one way, 
the reillty is moving In the other 
directloh in this country arid other 
^ countries. The real question is, will 
we be able to do it Intelifgently and , ■- 
ratlonaffy, rather than sit back and 
sloganeer at each otheir about a^situa- 
tion that's pretty much decided? . 

H/BRiVySTlR ATWATER, JRV 
■ Government will "continue to bi the 
place where many societal conflicts 
involving our economic system are 
, aired and dealt with. An eKarnple of 
this is the tradeoff between our need 
for industrial growth and new energy 
and its environmental consequences. 
Government"S Judgments may change. 
For example, gbvernrnint 'may welt^ 
decide that some relaxation of 
specific environmental regulations 
are needed to foster Industrial 
development or that otfer'forms of 
regulation should be^modlfled; But ^ 
governrnent wlH remain the ultimate 
arbiter of the trade-offs. 

What I hope we may see less of In 
the eighties is the substltutloh of 
bureaucratic Judgment for the market^ 



^ place/ Therels^p, compelling reason v 
for goyernmeht to regulate the ;. 
marketing of safe.prbducts simply / 
because a group of regulators does / : / 
not like the product Nor do I think C\ 
government should' be in the ttusinfass, 
of Industrial restructuring, resting oh 
a belief on its part that buriBaucratlCv T 
action catt^roduce a^theoretfctflly; 
ideal marrat- This kind of government 
inten^ention in the market econ^y^ls 
wastefuli Injurious and Justgjilaln \ 
wron^HMded. 

At a nrimfimumi I am hopeful that \, 
the public now understands thit ^ 
regulation and other forms of govern- 

. ment Intervention Inyolvef real posts ;/ 
to^he edonprnyi^often inyriibl#at . 
flrsti that must be car#tully ,weighe<J^^^ 
against a reallstlG assessment of ex- 
pected^benefits/ 

dONQRiSS^N BILV FRINZEL 

Forfhe nextidecade, it is fnevita^^^^ 
that thejfoje of governrnent in our 
.relatively tre^ecpnomicsystenFi must 
decline. Buttit is equaHy inevitable 
that it will decline slowly Hnd. uneven- 

Most Americans believe that we 
^ a I ready ha>^e more g ove rfitiii n t than 
we wanti and that governnrifehi rigula- 
tion is excessivei a drain of perhaps ; 
$150 billion on our econorny/TBotfi . 
political parties and all c|indi dates 
preach incessantly on the heed to-^j 
deregulate, to let the free market do 
its own thing. The concensus for a^ . 
more unfettered economy seems bv§^/ ; 
whelming, 

But, in the sarhe way it Is am- 
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brywent 'on federal speriyingrAmeriea 

^5 amhivfilent dd govern 
terferenee in the rharketplace. For 
every conn pahy ^creaming for less ^- 
reguiatlonj there are several busily *r 
trying tp build regulatbry fences' ; 
around their markets or their in- 
dustries. ; - ■ 
- CThe Ameridan people still distrust 
big business and wjll continue to look 
to Washington for protection. They 

/fear for their M/n health and safety^ 
and they confmue to maintain a high 



Tlvel *tDf~con61r n"f or a better environ- 

\mentv Perhaps notfiing will do more 
for America than getting the govern- 

' 'iTient off the bkcks of the people. But 

^ 'sinca each littl^ piece in the 

^regblatbry puzzle has its own constiv ' 
tu'encyj the reduction of federal In- 
terference will- be a series of hard- 
fought bpiitles, and progress will be 

^^iineyan and slow^,: C:^.: . . .... 

'v' -i. Z-:.^ ■" - 

' senator CARL LEVIN - 

^ , Government will continue to t&ke 
'ipart in \the operation of the US, 
econorrty. For a number of reasons, 
pSople will. expect protections they 
have traditionally sought frorn govern- 
ment. Health and safety standards ' 
will remairt a vital concern. The 
chaliengle of redeveloping regional 
.economies win require a cooperative 
spirit between the public and private 
. sectors. /V : ' _ 

^ The economic challenge of the SO's 
will qall on the federal government to 
enact measures that proTnote - 



economic development while ensuring 
reasonable regufations in, areas other 
than human safety and health. Such 
measures include the legislative veto, 
which would allow elected oTnclals in 
. Congress to veto regulations pro- ^ * 
posed by non-elected buretocrats, 
sunset legislartion, which would re- 
quire review of^rograms at regular in- 
tervalsy and paperwork reductrori. 
Another nieasure that the federal 
governrtient could undertake to 
stre h gt h e n i ts commitment to 



ecpnon^ic^rdsperity would be a revi- ^ 
sipn of the tax code to encourage 
prbdyctlve Investments and revitallza- 
fions of certain strategicjndustrles; 
Flrjplly, the federal government 
should make u#e^pf the opportunity , 
tb'^sslst US/companies in develop- 
ing export markets, ' 

GUS TYAlER ; .... . .. 

The government Is deep Into the 
economic system because, everybod^^ 
wants the government in the 
economic system^ I have not yet met 
anybody who's opposed t^jt except 
when they speak in generah When . ■ 
they speak in specifics, everybody is 
for government inteiS^eniion. Begin^" ^: 
with the farmers. If the federal 
government were to withdraw price ^ . 
supports an^d parity, the fprmers : 
would rise in rebel Hon, They'd march 
on Washington and'shobt the preii- 
dent. They want govarnment interven- 
tion in the economy. Take people who 
favor parochial schooip. They want. 



the ggverrime^ to gfva money to 
^aroclh^af ichpols; And if you take 
people arnong minorities, they w^nt ■ 
t he g overn nfp n t i n te rye n i ng to pmtect . 
the rights-^ minorities to hold ^bs 
an3 live in. certain, neighborhoods. 
That is rilore government intervention. 

The people who say they want less: 
government want it where govemmeht 
is telling them that they have to do . 
things they doh't want to doVT+iey . 
think, *i wouJd like to make a lot of ^ J 
money and^pay^no tayjs^l ask^r 



less government. At the sprne time, if 
;i am in trouble, I come^to the govern- >; 
rront and. say rescue T!\e."; So r 
everybodyj^nts something frdfln the - 
governrrtentj.but nobtody wants to ^iv^ 
anything to the' government, it^s a 
very simple appeal/^ leps govern- ^ 
ment^ because tt assumes fh at the - 
-government wilt atl Ij be there floing 

- what^ ft^s dpi ngy except It vvqn^^ jjqst _ 
you anything: Obviously, that's rtevef^ 
goirig ta happen, . ' . ^ 

Nq society can fu net Ion without 

- government, Themore complex socie- 
ty is, the rntire government you havie 
to have. In a^rlmaiive Rind of society, 
I guess you cou Id do with virtual ly no 
government at all because everybody 
would take care of himself * But in;a 
complex fociety/ you can*t have 
everybody going oQt and dqing^ \ 
anythiriq they want /Society, ^Opi^ 

as it Is, requires organi2atron, and>^ 
organiiatloh'mearis there has to be^ 
guiding Intelligence and a guiding^, 
force. ^ 




^^^%.=^j*^ f . . ^ 

^'i balanfeod budget— a buidget in which ^ - 
If ^pverhmant spending equals govern^ ; 
^meM rey^nu§ ^Irtcami^i - ' '^^^ 

^atatameiit whFch shows th@ amount ^^x ? 
^of money ^pent on imports and the'J^T^'^'i 
?-'3moynt of rrtoney feceivAd fdr exports ^ 
g ti^natronC r . . v^ v: 

^t^biislneis ayele— the periodlo upland* vV^ 
i^ibwtt pattern of the ^Qonbrny frony : 
^lonea^ rapid gwMh;1o times Qi^ i-: '^^ 
^^owW^growtlf (reG^sidry*^:^^ 
^^cartel^-aLprOEip of flfn^s' or nations - " 
^whJbH orgartl^ to eliminate eompetl-^^ 
^tforrm artlKdusli^^G^ price J*" 

^iind: pfoduction (eve I ^ if or each / r 
^fhimbif. tQ the mutual advantage of \^rf 
^iHlmembens^^'^";^" ' -''^^-'^^'^^w^^v-;::'^ 
^iorporatlofv-^a flrrn which Is owr^ed -I^l:, 
^Iby^^stoqkhofdera and dohtrblled by . v^-' ,^ 
^c6i^rat#btficeci. It acts as a ^ c^^vytf^j 
^ sSparateMegar enlityt corporate of- V:> 
^f^eers^are not personally responslbfe ; 
^0fqf/tha dpbts or other obligations of . 
^the firm,'^ ; . , v . 

5::cos^#flective^Iess— usi^ig or^ 
^ijOperating'under a method of produp??- 
^;tioh Which is most efficient and : V>^ 
^^^suitein the lowest-CQStper unijt pjo^- ^ 
WdUQBdi ■ -v V;* ' V :,^V^^^::V;p^:r:/; V .= - 5; 
^J credif^an amount of money extend' ^ : ^ 
Jved to^a person or firm by a bank or: 
J^other; lender. , ^ ^V'i--.^ i 
iSoredlt controfs—devices used by the : ; 
^^Jfe^ral government. to discourage the^> 
R Jending of money* therabi^ cpntroinng 
^the rnoney supply ecoridmicr ac-^^^ 

■?J^tivity^ ■ :='-"^'' " V - " ' i-'-^ '^=-^'7^ L^^ 

=v; eyellMl uriemploymeTit^the rata of 'j'yZ 
5;^ unemployment (most pften temporary) =^5^ 
;^ caused by a* slow-down In economic =^>: 

activity, Le. a recession. r' ; 

l^i- deficit— a debt whicti occurs When; rH; 
y goyernmerit spending excepds govern%/;^ 
merit reverfue (Inborn^. ^W'w^ V "^^^ 
demand^the ambunta of 390^^ and^|£fi 
^^serylces which will baipurcflms^ 
^;glven price "revers.}xj^^^f^^^^^ 
^ depreQiatlpfi allewarte^f^hetat©; ^U;^;; 
j which a fiusiness oaft-fpwerlha 
i|;estlmat©d value of Itijiqulp^^^^ 
^fac 11 Itler Fn order t^^fjsSuc^t ha ^^^^^ 
pambunt3^}to 

^ equlpmiirftttod ^clUUgj^dt olfle^^^p 
^ Ihey Ibsaiyituei Xe3©precf at^^^^^i^ 



downturrt with high levels of .r-^-f^^ii^j- 
^ uneniplQymanti low levelff of pr6 

4 tlon and decreased i ncome: :Sr5J^v fe^S?^^^^?^ _ 



dere^Mla|ion—^tHe act or proceed, of 
. removing government reltrfctlona^ 



placed'on dertal 
economy or aocli 
Inff ^f re strlctton? 
raljroad'and true) 
developini 



aspects of tfte 
:y such as the lift- 
on the airline^ 
;fng Indi^tfles. ; 
iS— -the nations In: 



strli 



rica and Asia which 
and which rely \ 
of raw materials ' 
s for revenue^ 4 
e^per capita^;; 
higHil- 2<S 



3roi 



Afri^ 
are not 
hei^liy on Vie 
\and agricultural 
^These nations 
' GNPs^less than 

literacy and birth rate; 
jtdetelopment-T^the process of moving y-. 
ifr^ M agrteultira^ aa^^fl 

Industrf at ecohprn^e^etiially in ^ ^ 
^ iddvaypftj natlpnsi Develop m in f 
^ oariled out thrdug^so^ali^pofi^ k 
vi>aTid^eG0nomtc:bpJ^^J6i airt€p,al im- v 
V provl ng, material weif are; ^'^ml n^t 1 rig 
S^rfiasfcpovei^ Higtf niltera^^rate^ s^Jy 

- eari^e4th^;:develop!rig thfi abiir^ pi fe. 
;f riatipni to sUpply^heir own 0o^fe|^ ^ 

" and ser^lceSj' and^ reduclnflihejrcfSbts 
; to ot t^r nations--^ 5 V " ^ V i ^ k ^ / ;^ 
: FederarHf serve Bodrd (Fed)^^ groupf,'^ ; 
t of seveh Indlylduals appbinteS by the ^^ 
^}presiderit vi(htf:are responsible for V 
^\monUoriftig fcrid teotitroliiTig econom 
^OTtlvlty.througWfie^ money supply^: 'r%^ 
^;pev4ces used to cbntrof are interest : 
; fates arid credit contrpl^ w ;= r ,^ : \ v'^ ; 
T^JflscalpQlicyr^riiea^^ at af-^.yr:- 

Jifecting wondriijtf acri^ through % 
iFgovernment^pendlhg and t^es^/AJ^^S 
tftxed Indomes^ihcornes which do 1^(5 

^: f not change withi a:ohange^ In 'th^ costT^^' 
of living^ e,g,^ som^epenilpns^nd 

;^jnfin*unibr^wSge8^^^ 

- /Jfree"enterprise«anreconomto syste 
^ based on private ownerehlp In which^:^ 

business operates without govern^ j 
mentJriterferencef Prices are Mt by . 
^ the interaction of supply a^d'd.ema^d^^^^ 
; - if rifctlonal unempl oymMt— t he am 0 un t 
t^iOf ynemployrnent M(hlcli resu|te from, 
wjmo^mentbVipfebple from one tob teBS^^ 

;:^go«Ja-=-^lt©ms or commodities pro^^^fgiy 
^ddcedj: e.g^h€iatj clo^ 

^^^^^^lu^fvfldpdi a riti s« 
^pUfi^^lJrftfiatfoncduHn ypecW^^m 

S^rtbd^of tfrne^usUa^ 

^ ......... 




Jnternatlon^l Mptietafy Fund (IM^f^a 
fund esfabliphed in 1944 and intended 
to provide m|prmy for /latio ris ex- I 
pferiencing tjimporafy trade def Icits/ f' 
Each memb^r\niti0n Is. expected to>j 
contribute a firceqtage of its^lncome; 
to the fu nd eveiy year^ / j j 



lndexlng^th# pradtlce of adjusting ' 
w%g^ and/pri.paynrtents to offset the^ 
V impact of Inflation. When thf cost of 
ifving <ncfeasaSf indexed wages an^> 
payments irtcfeaje automatically, ? 
:;thusmaintaining the same "real" in^^^ 
n^^come dc^pa^ent. ^[J: y?-^, 

i< InflaUon^a^bhtinuing jfnareas^in : ^ 
;^h^ geritfal; pElce leveL^ -^r > ; 
^^ tiif laUona ^ ex pacta tiqns— a 
^"of consUrflers and prdducers which 
Sjanticipate a^ continuing rlseiin the ^^ 
level of prices and wages^^i^ ■ ■) 
/ interest rates^the cost of using bor- 
.^*rpweyvmqriey;^1soV the incoijie of ; - 

tendertv nfhey are"stated as a percent- v 
^> age of the: total mVney borrowed to • 
■^h^^ paid in^ a'given time perlM. < ' V 
rr Jnvestment^spendinS for new capital 
; ;goods/e,g^ nw equlpfiri&ntj^ ; . . . 
U\machinery (pew faclltties)^ research / 
^^for neW techrioiogyi ete; f^ pur^ - 
S pose of increasmg prpductlve capacl^ - 

^ jb^tralnlng-T^governmenidr private ^ 

industry •prograr^Ljvhidh teach skilte 
^io peop te who are, el t her un s ki 1 1 ad or ; 
■Jifwhosa sl<ilis arioutmbdadii^ 
^i: prepare -thefR: for employiTi|nt^-^^^ 
p> fabor^maSeV^^be poof rdfjivai labia 1^4^ 
&^orkers whh wying. levels^ of skilly . t^^^ 
ij\ eduration aridj f minlng^ho are wf I h 

^loaH guarantee:^an agreement made 
■ by a third party^(e.g^ government) to 
' pay off^ Ip^ri^ to^ a le nder if a bor^ ^ ^^^^^ 
>^ rower falls to do ^'-7% 
^: market tofces—thft fore W'ofs 
^^-and demand which operate to set 
J| pricefcandjevels o 

^ maiicetplaiMi^set^ pofriti^pfSwi-J^^ 
^itact^ between 'buyer^ sel lers; thii^^: 
arenalrr which husinasa fransadtlons^S 




Wmdnev peefibii^mrtenfpiqye^ pa^^# 
j^flo-emptoyeig^w^fes^^^l^^^^: 
mixed econpmyf^.ah ,efebfi6my^ 
cbmbiniS^fre& enterprtse 
g overn me nt rpguiatio n or dwriers hi p > v 
of business*- :<';^5^ 
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ifrmSnetiry pallcy— governmental 
y^ffieasures almad^at affecting ■ ^ 
fSyiGonom I e activity through Ghange^ in; 
^th© rnoney supply. Davioei used are 
Jlntarest rates an'd oredlt controls/ 
J£ OPEC (Qiganriatipii of Petroleum Ex* 
^j^ortlng Countries)— a cartel (defined 
featKJve) corn posed of twelve nations 
trie world's leading pro^ 



mm 

^duc^^ of oiL OPEC has been 4uc- 
^iqessfulf since 1973, In controlling the J 
J^pHoei.and ItVels-of production of 
fcrnember^natrons' oiT, and thus in ob* > 
[^tkining consistently higher prices for ^ 

^p^vate iector---that part of the ? . 
J|^on©iT»y which iif managed and 
fSqwrtedLby individuals^ Individual firms v 
(^nd cdrpQfatl 6ns, for the benefit of In^i^^v 
ttlyiduals: " \ " - \ \ 

productivity^ the amount d^^oods^^ ^'"v 
p^rtl^rvices produced by the average ■■ 
workef [during: afepeciflaperipdii^of^-x^ 

prublteseoioi^^hat part qfcthe^^;^^^^;;J5^^ 
^efeondmy vyhich;is directed antfvii;^;^^^ 
^pnanaged; by government for the puc^^^ 
|||K3Sei6f benefiting society a^^^ 
^fluotas^limitations.plaeed on tHe7i^^^ 
ij^uantitles of certain products which>^^ A 
Kciri; bet jmporlSd '^aah yeari^ -^^^f^ ^^h^ 
|gT©al:!ficemfe=-a^ measure of incomeviyx: 
p3iivh ich: t ake I ijto adco uht chan ge^ 1 
^^rfea^ thg amount of goods^ and sei?-^??;; 



vle^^an income wll l^uy; 



reeesilSn^mpderate ecQnqmfe 
downturn> not as severe as^a dipces- 
sion; a^ssoclated with Ind^a^es in - 
unemployment. Off IplallyJ a recession 
occurs when production falls for two 
consecutive quarters. . 
revenue— income; money taken ln*by 
the government frpm t&^es,. duties, 
customs and other sources and used 
to pay RubHc expenses, _ \ \ 
savings^the part of^a person^s {or ■ 
firm's) after-tax Income Which is not ; 



"^^^spenfon cons u m e r gooas- or services. 
. services^activities desired or needed 
[ by the public, which are offered for 
sale.^g, tailoring, maintenance and 
, repai^^ork^ waitresslng, etc, 
socloJkonorhiQ group^the "clas&"^ ;^ 
one tfiTbhgs tOj determicied bynevets , 
;Of income and education, c^UItu 
background,: values held arvd^ type of ^ 

^^ata nda rd of I Ivlng-^the^leve h oi- > ^^^^ 
[.V;neoe3slties^;comfort5 or luxurie^:: 

f spired; to or enjoyed by a/ persocf of 
y \^QU^^arid cDnslderedympprtaht \jo 
3^ maintai ni ng ontfs status' drdpir^ jx; M 
^Ipumstances^' I ' "^. vS^ 

^^^tsckho]dem^the?ovvner^ eon ; 
l|^brafidn;jthoM^eoplfr vvho invest v 
J^rnoriey^ih- a corpfera 
- shares whictt entitleithem^to A) 
"^ dlvldendSi a proporttoniof the profits^. ^ 




structuril unemployment^the rate of 
unemployment caused by changes In 
the organliation of the economy, pven 
when the economy is operating at full 
capacity. This rate accounts for, 
workers who have been laid off or 
cannot find Jdbs because their skills 
do not match available Jobs, 
supply— the amounts of goods and 
services whioh will be produced at 
given price levels. '^ ; : 
tariff s^taxes on imports (goods 



~ broughfintQ a cQuhtry), 
Third World— term used to describe 

^ the group of developing nations; 
unemployment^ — the condition of be- 
ing unable to find work when willing ^ 
and able to work. ^ 
unemptoyment rate^the percentage 
of abfe-bod led. individuals who are ■ 
willing to work but are unable to iind 

^wage-prfce spiral— the cycle "of in^%^- 
creasfng wages »and prices which o&v: 
::^urff because of busineis* desire to- ^i, 
^ cbver cQSts and labor's desire tof ^^^ 
^ maintalrt real income:.^hen a \ • 

business raises prices, workers de- _ 
■ mand a hrgher^wage to pay the. higher 
priqew Business, in turnV raises prices; 
' to coyer litbdr costs and so oh/ 

World Bank— a multilateral institution 
. which loans monay^ to developing na- 
--tions for projects which usually do - 
[ not attract private financing. The V ^ 
^^Worid Ba^K i'aists money tHrough. . ' 
donations from developed nations [ " 
which hope to gain from the [ 
;econpmic^^rowth of developing, na- 
[.^tlons.^wi^^V=V%r;- =v^-y.y---. ^■[^■i^■ 
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The Crese Up Foundation 



r[;;'-j[>^=£ 



pr©ll^ muitlpartlsan org 
rj^edlcated to enaauraging the InvolvemerifcJf S 
: at young people In the democratle pr^ t^^'- 
'^ees^THe eiose Up Foundation has aS^-:^ 
rKf^fllfatlon with any branch of government, [ ;^;v 
j:^^ poUt tot par^ or Interest group; The^ Wqu^^^ 
:^^tlon-s board otadvisoim Ineludee ^^^y^^ 
repres#ritat lyes of toth poiltfeal pmrtie%'^^T 
l^ind many^pen|feaf viewpolnts.i^^ 
■^^^ThiN CIdi# Up Feundatrdn runVa;;i"-^>"T%^^[ 
^g^WashlngtoiT sftfninar program that farlogs: K'^- 
J;^.hlgh school students and th©ir teaahem ioiip^ 
f :^ttha natfori*s capitai for ^ w@ei«-rong, on^-^^^ 
^^N3lt© leaitilhg experltnce. In tha 1981-8^ -V'^^J 
Schoot year»,appr©xlmately 14,D0tf ydung ; Vt^ 
people, and (educators, will participate inr 



the erase up Washington dxperfenoe^ ' * = : 
r*. iln addltlon to the Close. Up Washington- > 
/ progfanip the Pdundatton publlihes ^r-l 
^ resource books and materials about ;1'V - ; 
>.jAmef lean govemrTient^ Including Pormpmc^~ ' 
■ f/ve#^ a book of original art leles written by. ;^ 
' policy onaMefs and other knowltdgtable In-^: ,[ 
J?:ildOTg:antf toTOnr/ssiie^/readable and'-5fS 
balaneeif; summaries of the mafor Issues'^irC 
j.4iof the days Olos# Up also televises four, fvy 

/series jpf Washington-based semln^ 
> use In classrooms across the eountiy^ In . > [ 
t^addltioftitfie Closff Up Foundation spoil- 7:'/;. 
;^!sor^ rocmi^Qlos#xUp progr 
^atatelarid JefclU^ flovemmeh^ psra 
^^[[grauna, rornrfrt^^ronat students and han^i 
^ dloapp^lhdlvfduals duif ng thr dtguEar^^.i« ; 
->:!sesslon^and a teacher program^ designed .'v' 
Vutot cemplefnent the student experience. [;^[,^«' 
" Jtl Per nior# Information^ about these of h 
]r [Other Rjundation prograrns/conta^ '^^ 
Up Foundation^ 1^5 Jafferson- Davi^ ^- i=> 1 - 
' Hlghw^yi Arlington,; yir glnla^Mt 
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